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Commercial 
Corn  Belt 
Farms 


FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and 
returns  on  commercial  farms  and  ranches  by  type  and  size  in 
some  of  the  important  farming  regions  of  the  United  States.  The 
study  is  conducted  under  the  general  supervision  of  Wylie  D. 
Goodsell,  Farm  Production  Economics  Division,  Economic  Re- 
search Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1965  costs  and  returns  studies  have  been  conducted  on  the 
following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg-Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  pre- 
sented in  a report,  revised  annually.  The  latest  such  report  was 
published  in  1965  and  is  titled:  "Farm  Costs  and  Returns,  Com- 
mercial Farms,  by  Type,  Size,  and  Location,"  Agriculture  In- 
formation Bulletin  No.  230,  Revised  1965. 

Information  on  the  studies  can  be  obtained  from  Farm  Produc- 
tion Economics  Division,  Economic  Research  Service,  U.S. 
Department  of  Agriculture,  Washington,  D.C.  202  50. 
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Figure  1 


COSTS  AND  RETURNS 
COMMERCIAL  CORN  BELT  FARMS,  1965 


Paul  E.  Rosenberry,  Agricultural  Economist 
Farm  Production  Economics  Division,  ERS 


Net  returns  in  1965  were  higher  than  in  1964  and  1957-59  for  each  of  4 
important  types  of  commercial  Corn  Belt  farms  reported  in  this  publica- 
tion (fig.  1).  Net  farm  incomes  for  these  farms  for  1957-59,  1964,  and  1965 
were  as  follows: 


Percentage  change 


Farm  types1 

1957-59 

1964 

1965 

1964  to  1965 

Hog-dairy 

. . . $7,212 

$ 6,703 

$10,543 

57 

Hog  fattening — beef  raising  .... 

3,974 

4,262 

7,927 

86 

Hog-beef  fattening 

9,401 

9,349 

16,488 

76 

Cash  grain 

7,212 

12,992 

13,522 

4 

1 The  data  are  based  on  (1)  a specific  area  as  shown  in  fig.  1;  (2)  specific  farm  types;  and 
(3)  typical  or  modal  farms  within  each  farm  type.  The  distribution  pattern  of  farms  within 
each  farm  type  also  permits  the  data  to  be  an  accurate  measure  of  the  average  of  all  farm 
sizes  of  the  specified  type.  For  specific  farm  sizes  falling  significantly  above  or  below  the 
typical  size  reported,  it  is  necessary  to  adjust  the  data  accordingly. 


The  major  factors  influencing  re- 
turns on  Corn  Belt  farms  in  1965 
were  changes  in  production  and  in 
prices  received.  Net  farm  produc- 
tion was  record  high  on  each  of  the 
4 types  of  farms  studied.  Prices 
received  were  above  a year  earlier 
on  all  except  the  cash  grain  farms 
where  they  were  lower.  However, 
the  gain  in  production  on  cash  grain 
farms  more  than  offset  lower  prices . 

The  most  outstanding  single  factor 
was  40  to  45  percent  higher  hog 
prices  in  1965.  This  price  increase 
was  responsible  for  gains  of  $2,000 
to  $3,000  in  hog  receipts  on  3 of  the 
farm  types  studied. 

Lower  corn  prices  in  1965  were  a 
depressing  factor  on  incomes  of 


cash  grain  farmers.  On  the  other 
hand,  operators  of  hog-beef  fatten- 
ing farms,  who  buy  substantial 
quantities  of  corn,  benefited  from  the 
lower  price. 

Prices  received  for  soybeans  on 
Corn  Belt  farms  were  lower  in  1965, 
but  except  on  hog-beef  fattening 
farms,  soybean  receipts  were  above 
a year  earlier  due  to  increased 
production. 

Total  operating  expenses  on  each 
of  the  Corn  Belt  farm  types  studied 
increased  from  1964  to  1965.  This 
increase  was  due  to  a larger  quantity 
of  inputs  purchased  and,  except  on 
hog-beef  fattening  farms,  higher 
prices  paid  for  most  inputs.  Prices 


paid  for  feeder  cattle,  fattened  in 
1965,  over- shadowed  higher  prices 
of  other  inputs. 

Between  1964  and  1 965  the  ratio  of 
prices  received  to  prices  paid  (a 
measure  of  the  so-called  "price 
squeeze")  became  more  favorable 
except  on  cash  grain  farms.  Lower 
corn  prices  caused  a decline  in 
prices  received  on  cash  grain  farms 
while  prices  paid  advanced. 


Livestock  farmers  in  the  Corn 
Belt  realized  higher  returns  per  unit 
of  feed  fed  than  in  1964  (table  1). 
Returns  per  $100  feed  fed  (by  type  of 
enterprise)  ranged  from  $119  for 
beef-raising  to  $205  for  beef-fatten- 
ing in  1965.  This  compares  with  $98 
and  $199  for  beef-raising  and  beef- 
fattening,  respectively,  in  1964.  The 
hog  enterprise  showed  increases 
ranging  from  $58  to  $66  per  $100 
feed  fed  in  1965. 


Table  1.  Returns  per  $100  of  feed  fed  on  specified  Com  Belt  farm  types,  1964  and  1965  1 


Farm  type  and  enterprise 

Returns  per  $100  of  feed  fed 

1964 

1965 

Dollars 

Hog-dairy  farms 

Hogs 

129 

195 

Dairy  

189 

195 

All  livestock 

157 

195 

Hog  fattening-beef  raising 

Hogs 

130 

188 

Beef  raising 

98 

119 

All  livestock 

116 

157 

Hog-beef  fattening 

Hogs 

132 

191 

Beef  fattening 

199 

205 

All  livestock 

173 

200 

Cost  of  feed  includes  home-raised  feeds  valued  at  market  prices.  Returns  include 
perquisites  and  changes  in  inventory  valued  at  market  prices.  All  livestock  category  in- 
cludes milk  cows  and  chickens  kept  for  home  use. 


Hog-Dairy 

Net  farm  income  on  hog-dairy 
farms  in  1965  increased  more  than 
$3,800  above  1964  levels  (fig.  2 and 
table  2).  Total  receipts  were  up  about 
22  percent  and  net  farm  production 
was  up  about  6 percent,  while  total 
expenditures  increased  only  2 per- 
cent. The  chief  contributing  factor 
to  an  increase  in  receipts  was  an 
average  increase  of  20  percent  in 


prices  received.  Similarly,  the  in- 
crease in  expenditures  is  the  result 
of  an  average  increase  of  nearly  4 
percent  in  prices  paid  for  items  and 
services  used  in  production.  The 
combined  result  was  an  increase  of 
57  percent  in  net  farm  income. 

Cash  receipts  in  1965  from  the 
hog  enterprise  were  39  percent 
above  1964  levels.  Although  net  pro- 
duction of  hogs  declined  about  2 


2 


LU 

U 

> 

CL 

UJ 

i/> 

X 

u 

cl 

< 

LU 

CO 

LU 

cl 

u 

o 

z 

o 

u 

LU 


vo 

O 

>o 

I 

co 

o 

VO 

CO 

a: 

LU 

6 

LU 

z 


LU 

cl 

3 


3 

U 

CL 

o 

< 


LL 

o 


cl 

< 

CL 

LU 

Q 


3 


3 


Figure  2 


Table  2.-  Organization,  costs  and  returns,  specified  Corn  Belt  farms,  1964  and  1965 
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Note:  Information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of  farms.  Net  farm 

income  is  the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  management  on  the  farm  and  return  to  total 
capital.  No  allowance  has  been  made  for  payment  of  rent,  interest,  or  mortgage. 


percent,  prices  received  for  hogs 
increased  42  percent.  A rough  meas- 
ure of  the  increased  profitability  of 
the  hog  enterprise  is  shown  by  the 
50-percent  increase  in  the  returns 
per  $100  of  feed  (table  1). 

The  dairy  enterprise,  also  im- 
portant on  these  farms,  added  about 
$420  more  to  cash  receipts  in  1965 
than  in  1964.  This  increase  was  made 
possible  by  an  increase  of  10  cents 
per  hundredweight  in  the  price  re- 
ceived for  milk  and  a slight  in- 
crease in  s ales  of  milk.  Milk  produc  - 
tion  per  cow  dropped  slightly  from 
record  1964  levels  but  was  offsetby 
a 2-percent  gain  in  the  number  of 
cows  milked.  Higher  prices  received 
for  cull  milk  cows  and  for  calves 
also  helped  to  increase  receipts 
from  this  enterprise.  The  more 
favorable  prices  received  in  1965 
allowed  dairy  returns  per  $100  of 
feed  to  increase  3 percent  from 

1964. 

In  1965,  crop  production  increased 
11  percent  above  1964  levels.  Har- 
vested cropland  increased  only  2 
percent,  but  crop  yields  increased 
an  average  of  7 percent.  Corn  and 
soybean  acreages  continued  to  in- 
crease, while  acreages  of  small 
grains,  hay,  and  pasture  decreased. 
The  sale  of  corn  on  these  farms  ac- 
counted for  74  percent  of  the  increase 
in  crop  receipts  from  1964  to  1965. 
However,  these  farmers  usually  feed 
all  the  corn  they  produce.  In  1965 
corn  yields  were  a record  high  and 
acreage  of  corn  was  near  record 
high.  This  accounts  for  the  large 
amount  of  corn  sold  on  these  farms 
in  1965. 

Total  operating  expense  on  hog- 
dairy  farms  increased  3 percent  over 
1964  levels.  A 2-percent  smaller 
quantity  of  inputs  was  purchased  in 

1965,  but  prices  paid  for  these  inputs 
increased  nearly  4 percent  above  a 


year  earlier.  Expenditures  for  power 
and  machinery,  labor,  and  crop  in- 
puts registered  the  largest  gains 
from  1964.  In  contrast,  expenditures 
for  feed  were  10  percent  below  the 
previous  year.  This  was  made  pos- 
sible by  higher  yields  of  corn  and 
silage  and  a decrease  in  the  size  of 
the  hog  enterprise. 

Operating  expense  per  unit  of  pro- 
duction decreased  from  an  index  of 
124  in  1964  to  123  in  1965  (1957- 
59  = 100).  Lower  costs  of  production 
were  the  result  of  a 2-percent 
smaller  quantity  of  inputs  purchased 
with  a record  6-percent  larger  net 
farm  production.  Physical  effi- 
ciency, measured  by  the  index  of 
production  per  unit  of  input,  in- 
creased almost  5 percent  from  1964 
levels,  and  production  per  man  hour 
of  labor  increased  6 percent. 

Hog  Fattening- -Beef  Raising  Farms 

Net  farm  income  on  hog  fattening- - 
beef  raising  farms  increased  almost 
$3,700  per  farm  from  1964  to  1965 
(table  2).  In  1965,  total  cash  receipts 
were  about  $4,200  per  farm  higher 
than  in  1964,  while  total  operating 
expenses  were  only  $396  above  a 
year  earlier.  The  increase  in  total 
receipts  resulted  from  larger  sales 
of  corn  and  soybeans  and  an  increase 
in  livestock  prices.  Sales  of  soy- 
beans increased  nearly  200  bushels 
and  sales  of  corn  increased  by 
slightly  more  than  900  bushels  from 
1964  to  1965.  Prices  of  hogs  in- 
creased by  $6.20  per  hundredweight 
and  cattle  by  slightly  more  than 
$2.00  per  hundredweight  from  1964 
to  1965.  The  overall  average  of 
prices  received  for  products  sold  on 
these  farms  increased  about  ^per- 
cent. Prices  paid  increased  about  3 
percent. 

In  1965,  cash  receipts  from  the  hog 
enterprise  averaged  about  $2,160 
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per  farm  higher  than  in  1964. 
Prices  received  for  hogs  increased 
42  percent,  while  net  production  of 
hogs  increased  about  2 percent. 
Higher  hog  prices  raised  returns 
per  $100  of  feed  fed  to  45  percent 
above  1964  levels  (table  1).  Receipts 
from  the  beef  enterprise  averaged 
around  $2,870  per  farm  in  1965, 
some  $635  above  a year  earlier. 
This  increase  was  made  possibleby 
a 14-percent  increase  inthe  quantity 
sold  and  a 13-percent  increase  inthe 
average  price  received  for  cattle. 
Returns  per  $100  of  feed  fed  to  beef 
cattle  averaged  21  percent  higher 
than  in  1964. 

Total  crop  production  increased 
23  percent  from  1964r  to  1965.  The 
acreage  of  cropland  harvested  in- 
creased 5 percent,  and  crop  yields 
increased  by  13  percent  and  were  a 
record  high, 129  percent  of  the  1957- 
59  average.  Corn  and  soybeanacre- 
ages  continued  to  expand,  whereas 
acreages  of  small  grains  and  tillable 
pasture  contracted.  Crop  receipts 
were  about  $1,430  above  1964,  due 
mostly  to  record  corn  and  soybean 
yields.  Prices  received  for  both 
corn  and  soybeans  were  lower  in 
1965  than  in  1964. 

Total  operating  expenses  in- 
creased almost  5 percent  from  1964 
to  1965.  This  resulted  from  a 2- 
percent  gain  in  the  quantity  of  inputs 
purchased  and  a 3-percent  increase 
in  prices  paid  for  these  inputs.  Ex- 
penditures for  power  and  machinery 
increased  the  most. 

The  record  net  farm  production  in 
1965  was  18  percent  above  1964. 
Record  breaking  levels  also  were  set 
in  production  per  man  hour  of  labor 
and  the  production  per  unit  of  input. 
Reductions  were  made  in  operating 
expense  per  unit  of  production  and  in 
total  cost  per  unit  of  production. 


Hog-Beef  Fattening  Farms 

From  1964  to  1965,  net  farm  in- 
come on  hog-beef  fattening  farms 
increased  more  than  $7,000  per 
farm  (table  2).  Total  cash  receipts 
were  about  $9,170  above  1964,  re- 
flecting a favorable  rise  in  livestock 
prices  and  a substantial  increase  in 
farm  production.  In  1965,  prices 
received  for  hogs  sold  by  these  farm 
operators  averaged  about $20.80  per 
hundredweight  and  finished  cattle 
sold  for  an  average  of  $25.20  per 
hundredweight.  A year  earlier,  hogs 
sold  for  $14.65  per  hundredweight 
and  cattle  brought  $23.65  per  hun- 
dredweight. These  farmers  buy 
feeder  cattle  in  the  fall,  feed  them 
during  the  winter  and  spring,  and 
sell  them  during  the  late  summer  and 
fall  as  finished  cattle.  In  1963  they 
paid  approximately  $25.70  per  hun- 
dredweight for  feeder  calves  com- 
pared with  $22.40  in  1964.  The 
margin  between  buying  and  selling 
was  much  more  favorable  in  1965 
than  in  1964  (fig.  3). 

Prices  of  corn  and  soybeans  were 
both  lower  in  1965  than  in  1964.  As 
these  operators  are  primarily  pur- 
chasers of  feeds  and  not  sellers, 
these  lower  prices  in  1965  were  ad- 
vantageous. In  addition,  grain  pro- 
duction--primarily  because  of  im- 
proved yields  per  acre--was  6 
percent  higher  in  1965.  Returns  per 
$100  feed  fed  to  cattle  average 
$205  in  1965,  and  for  hogs  $191 
compared  with  $199  and  $132,  re- 
spectively, in  1964. 

In  1965,  gross  cash  receipts  from 
the  sale  of  cattle  and  hogs  were  about 
$5,480  and  $3,290  greater  per  farm 
than  in  1964.  This  occurred  with  a 
favorable  combination  of  prices  and 
production.  From  1964  to  1965,  hog 
production  decreased  by  5 percent, 
but  prices  received  for  hogs  in- 
creased by  approximately  42  per- 
cent. Likewise  prices  received  for 
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Figure  3 


cattle  increased  by  nearly  7 per- 
cent and,  in  addition,  production 
increased  by  17  percent.  These  2 
enterprises  made  up  more  than  90 
percent  of  the  gross  cash  receipts 
on  these  farms  in  1964  and  1965. 

Prices  paid  for  items  and  services 
used  in  production  decreased  4 per- 
cent from  1964  to  1965.  This  was 
due  to  a slight  softening  of  a few 
items  in  nearly  all  major  groups. 
However,  the  volume  of  inputs  used 
per  farm  increased  by  16  percent 
from  1964  to  1965,  resulting  in  an 
increase  of  about  $3,100  per  farm  in 
total  operating  expenses. 

Total  operating  expense  per  unit 
of  production  remained  about  the 
same  from  1964  to  1965.  The  decline 
in  prices  paid  for  feeder  cattle  from 
$25.70  per  hundredweight  in  1964  to 
$22.37  in  1965  was  the  chief  factor 
in  offsetting  increases  in  prices  of 
other  inputs.  (It  should  be  noted  that 
prices  paid  for  feeder  cattle  are 
entered  in  the  farmer's  cash  ac- 
counts when  purchase  is  made  al- 
though the  cattle  are  sold  the  follow- 
ing year.)  Although  prices  paid  for 
most  other  major  inputs  were  gen- 
erally higher  in  1965,  the  lower 
price  paid  for  feeders  caused  the 
index  of  prices  paid  to  decrease 
from  107  in  1964  to  103  in  1965 
(1957-59  = 100).  The  major  changes 
in  production  expenses  were  as- 
sociated with  the  expanded  beef 
fattening  enterprise.  The  hog  enter- 
prise, the  other  major  enterprise 
on  these  farms,  was  reduced  slightly 
in  size,  but  any  cost  savings  were 
overshadowed  by  the  beef  enterprise. 
Inputs  showing  the  largest  increases 
were  feed,  purchases  of  livestock, 
and  hired  labor.  There  were  no 
significant  decreases  in  expendi- 
tures for  any  of  the  major  input 
classes. 


Cash  Grain  Farms 

Net  farm  income  on  cash  grain 
farms  averaged  about  $530  higher 
per  farm  in  1965  than  in  1964.  This 
is  an  increase  of  about  4 percent 
and  was  due  to  a number  of  factors. 
On  the  plus  side  was  an  increase  of 
about  12  percent  in  farm  production, 
which  was  due  to  an  increase  of 
nearly  6 percent  in  per  acre  yields 
and  a 4-percent  increase  in  har- 
vested acres  per  farm.  On  the  other 
side  was  a decrease  of  approximately 
6 percent  in  prices  received  and  an 
increase  of  2 to  3 percent  in  prices 
paid  for  items  and  services  used  in 
production. 

Practically  all  of  the  cash  income 
on  these  farms  is  from  the  sale  of 
crops  and  from  Government  pay- 
ment. Of  the  crop  receipts  in  1965 
nearly  85  percent  was  from  the  sale 
of  corn  and  soybeans,  and  cash 
receipts  from  corn  were  nearly 
double  those  of  soybeans.  Conse- 
quently, changes  in  prices  received 
and  of  production  of  corn  and  soy- 
beans on  these  farms  largely  deter- 
mine changes  in  income  to  these 
farm  operators. 

In  1965,  these  farmers  produced 
and  sold  nearly  1 3 percent  more  corn 
than  in  1964,  because  acreage  and 
yields  of  corn  were  higher  in  1965. 
However,  the  price  was  about  7 per- 
cent lower  in  1965.  The  acreage  of 
soybeans  grown  was  substantially 
higher  in  1965  and  yields  per  acre 
were  1 6 percent  higher,  but  the  price 
received  was  lower  than  in  1964. 

Total  operating  expense  on  cash 
grain  farms  increased  9 percent 
from  1964  to  1965.  The  quantity  of 
inputs  purchased  increased  about  6 
percent,  and  average  prices  paid  for 
these  inputs  increased  3 percent. 
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Outlays  for  machinery,  power,  and 
taxes  showed  a greater  increase 
than  other  inputs  from  1964. 

The  record  net  farm productionin 
1965,  12  percent  above  1964,  made 
possible  several  favorable  changes 
in  the  indexes  of  these  farms'  cost 
and  efficiency.  Most  significant  was 
the  new  record  set  in  the  level  of 
production  per  man  hour  of  labor- - 


10  percent  above  1964  and  70  per- 
cent greater  than  1957-59.  Produc- 
tion per  unit  of  input  also  increased 
6 percent.  These  farms  are  highly 
mechanized.  In  1965,  the  index  of 
power  and  machinery  reached  a level 
of  209  (1957-59  =100),  up  about  12 
percent  from  a year  earlier.  This 
indicates  the  rapid  buildup  in  ma- 
chinery and  equipment  on  these 
farms. 
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